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Each party should be paid for 
the use of his inputs according 
to the contribution those inputs 
make to the income from the 
farm business. 
Blank copies of the forms used in this circular, for use as worksheets 
in analyzing a lease, may be obtained from county farm advisers or 
the Department of Agricultural Economics, University of Illinois, Ur­
bana, Illinois 61803 . 
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What Is a Fair 
( 
Crop-Share 
Lease for Your Farm? 
I T SEEMS INHERENTLY FAIR for tenants to give a share of their crops as rent, because this practice makes at least a partial adjustment for 
differences in soil quality. If the farm is productive, the landlord will 
get an attractive total rent; if the land is poor, his rent will be less, even 
though his percentage share of the crop may be the same. 
Although it may be easy to conclude that the share-rent practice 
itself is fair, the important question of what is a fair crop-share lease 
on a given farm or tract of land generally has no simple answer. For 
instance, share rent by itself does not resolve the following questions, 
and many others: 
- What share of the crops is a fair rent? 
Why does some land rent for a one-third share while other 
land brings two-fifths or one-half? 
What items, in addition to the farm real estate, should the 
landlord furnish when he receives a given share of the crops 
as rent? 
What share of the annual costs should the landlord pay? 
When is it appropriate to pay a cash rent for hay or pasture 
land or for farmstead and buildings in addition to a share of 
grain crops, and how much cash rent is fair? 
Can the tenant meet his costs and get an adequate return for 
his labor and management from the crop returns after the 
rent share has been taken out? 
There was a time when good answers for most of these questions 
were obtained by simply finding out what others in the community were 
Throughout this circular, the word fair is used to indicate only 
certain economic considerations - mainly that (a) each party should 
be paid for the use of his inputs according to the contributions those 
inputs make to income from the farm business, and (b) inputs should 
be charged at appropriate rates and amounts. There are other appli­
cable economic criteria of fairness, but they are not an integral part 
of the analysis in this publication. For example, if the leased tract 
is smaller than that needed to fully and efficiently employ the tenant's 
resources, the tenant should be permitted to farm other land or en­
gage in other economic activity. Social and moral criteria of fairness 
can also be important in evaluating a lease, but such considerations 
are not implied here. 
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doing. However, in this era of rapid change that method is no longer 
sound. Heavy use of fertilizers, chemical control of weeds, minimum 
tillage, continuous corn, automated feeding equipment, slotted floors, 
manure lagoons, hybrid seeds, corn combines, crop dryers, gas-tight 
silos, larger farms, higher costs, and other developments have appeared 
on the farm scene so fast that there has not been time for customary 
practices to develop. Therefore, answers to the questions above must 
depend on an analysis of each individual situation. After all, custom 
in leasing arrangements is nothing more than generalized agreement 
growing out of analyses by many individuals. 
SHARE-LEASE PRINCIPLES 
Farming is a business in which land, labor, and capital are combined 
through the application of management. In the long run the value of 
the production will be about equal to the value of these four inputs or 
productive factors. Variations in earnings from one farm to another 
are due primarily to differences in the quantity and quality of the 
productive factors and the skill (level of management) with which 
they are combined and used. 
An owner-operator is a farmer who provides or owns (with or 
without the use of credit) all of the factors of production. He also 
receives all of the income produced. 
Under a farm lease the factors of production are owned and pro­
vided by two parties. The landlord furnishes and manages his invest­
ment in land and associated improvements. The tenant provides labor, 
machinery, operating capital, and operating management. Legally 
speaking, the growing crops belong to the tenant, but under a crop­
share lease he agrees to give the landlord a share of the harvested crops 
as a rental payment for the use of the land and the improvements on it. 
In some leases the tenant pays a cash rent in addition to a share of 
the crops. 
A good lease (and a fair one) therefore provides that: 
1. Each party's share in the farm production is proportionate 
to his contributions to the business. In other words, each factor owner 
should get a return equal to the income earned by the factors he con­
tributes, including management and its function of risk-taking. Some 
factors, such as machinery, buildings, limestone, and rock phosphate, 
have a useful life of more than one production period, which is usually 
one year. The lease should either (a) be long enough for the factor 
owner to receive all of the income earned by his factor during its total 
life, or (b) provide that the factor owner receive payment for the un­
used portion or be allowed to take it with him when he leaves. 
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2. All crops are shared in the same proportion. However, under 
crop-share leases livestock enterprises and cash-rented crops such as 
hay, pasture, and specialties are not shared. An example of the need 
for constant rent shares is the problem of sharing costs for a rotation 
application of fertilizer on small grain with an intended carryover to 
a following corn crop. Varying rent shares between the corn and small 
grain would leave a problem of how to share the fertilizer cost. 
3. All truly variable expenses are shared in the same propor­
tion as the crops are shared. Thus both parties will have the same in­
centive to apply these inputs. There is a question of what to include 
under variable expense, but generally in crop-share leases this category 
includes only seed, crop expense, all types of fertilizer, pesticides, and 
certain uses of chemical weed control. 
BASES FOR VARYING RENT SHARES 
Given the above rules for a fair lease, let us look more closely at 
the reasons why some land rents for a one-half share of the crops 
while other land may command only a one-third share. Weare looking 
for the same reasons why some farmland brings a $30 gross cash rent 
while other farms are worth only $15 cash rent per acre. In other 
words, why can a tenant afford to pay a higher rent for one farm than 
for another? 
Two major reasons for these variations among farms are: (1) 
differences in soil productivity, and (2) differences in the extent and 
quality of buildings and other improvements that go with the farm. 
The latter has not affected the rent shares much because adjustments 
for differences are usually made in cash rent or in sharing certain 
operating expenses such as combining costs and repairs on improve­
ments. 
The effect of differences in inherent soil productivity on rent shares 
under crop-share and crop-share-cash leases is illustrated on page 6. 
Although the main purpose of this chart is to illustrate the principle, 
actual results from farm records on rented farms will fit this pattern 
quite closely. Values shown per acre are the approximate averages 
on account-keeping farms in Illinois for 1960, 1961, and 1962. 
Soils differ considerably in their inherent ability to produce crops. 
Timber soils, sandy or wet soils, or those having steep slopes or tight 
subsoils tend to produce lower crop yields than dark-colored, well­
drained, good-textured, level-lying, prairie soils. These natural or 
inherent differences have been expressed in an index of productivity 
whereby the most productive soils are given a rating of 100 and the 
other soils are rated in relation to them (more detailed information is 
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available from county farm advisers or the Department of Agronomy, 
University of Illinois). 
Typical soils with an index of about 85 include the Flanagan, 
Muscatine, Ipava, Elburn, and Hartsburg silt loam types, and Ashkum 
silty clay loam. These are found in central, western, or northern 
Illinois. At the other end of the productivity scale are the Cisne, Blu­
ford, Flora, Robbs, Ava, Sylvan, and Rushville silt loam types, all with 
ratings of 25 or 30. These are in southern Illinois and the steeper areas 
of southwestern Illinois. Some of the more sandy soils such as Plain­
field, Roby, Biggs, Ellison, Oquawka, Hagener, and Alvin, while not in 
southern Illinois, have productivity indexes of 35 or less. 
In the 40 and 45 index range are Clinton, Blount, Denny, Watseka, 
Cowden, Bogota, Sexton, Dubuque, Keyesport, Alma, Onarga, Orio, 
Carmi, McHenry, Clarence, and Sumner. Although these types are in 
a widespread area, some are confined to small geographical locations. 
With ratings of 60 or 65 are such soils as Tallula, Sidell, Elliott, Thorp, 
Edinburg, Ringwood, Rutland, Herrick, Alexis, Batavia, Rowe, and 
LaRose, representing mostly timber soils and those with tighter subsoils. 
Modern farm managers and land owners need to know the kinds of 
soils they work with. In this publication, the market values of land are 
considered to reflect the different contributions among soils. Those 
market values are highly correlated with soil productivity as measured 
and expressed in the ratings described above. 
The significance of the accompanying chart is not only in the differ­
ences in productivity among soils, but also in the role of the land (or 
landlord) as the residual claimant on the value of crops produced. 
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The tenant's share of the value of crops produced tends to remain 
at a fairly constant number of dollars per acre. The decline indicated, 
from about $38 per acre on the best soils to about $32 on the southern 
Illinois soils, is due mostly to the higher proportion of nontillable land 
and lower intensity of land use in southern Illinois. Otherwise, it is 
logical that (a) the tenant's costs to plow, plant, and harvest an acre 
should be about the same regardless of location, and (b) in the long 
run the tenant's costs must be covered first and the landowner takes 
what is left over. Differences, over time, in the amount left over (the 
residual income) are capitalized or bid into higher or lower land prices, 
as the case may be. Once they are incorporated into land prices, these 
differences can be reflected in the value of the landlord's contribution 
to the rented farm business. 
TESTING CROP-SHARE LEASES 
In testing a crop-share or crop-share-cash lease, or in writing a 
new lease, it is necessary to follow a well-planned and fairly detailed 
procedure. Except for considering variable expenses (mainly fertilizer 
and crop expenses), the following discussion will not be concerned 
with balancing the tenant's inputs against those of the landlord. Instead, 
it will be concerned about each party being paid - either through a 
share of the crop or a cash rent - for his contributions to the business 
at approximately the same rate per dollar of annual inputs. The major 
problem, then, is how to get realistic and accurate estimates of the 
annual value of each party's inputs and returns. Two sets of forms 
have been developed to guide the estimates and analyses, one for the 
landlord's side of the business and the other for the tenant's side (pages 
9, 13, 18, and 21). 
First, to determine what inputs are needed and in what amounts, it 
is essential to have a plan of operation. If, for example, the tenant 
uses more labor or machinery than is required by the operation as 
planned, he cannot expect the farm business to pay full costs for the 
excess inputs. Likewise, a landlord who has invested more in buildings 
than is justified by the planned operation cannot expect to be paid the 
going rate of return on his total investment. 
Thus in using the estimating forms it is extremely important to 
charge the business or to credit each party with only those inputs, and 
in those quantities, needed to carry out the operation as planned. In 
testing a lease it is possible to work with actual amounts of inputs used 
and adjust the values and rates at which they are charged, but the 
results will be less open to question if market values and rates are 
applied to quantities needed. 
8 CIRCULAR NO. 918 
Who decides what input quantities are needed? This is a matter on 
which tenant and landlord should reach mutual agreement based on 
past experience, knowledge of accepted practice, and information from 
farm records, published research, budgeting standards, and the farm 
production plan. Every plan of operation should include estimates of 
quantities to be produced and their value in the marketplace. These 
will be the best guides to estimating the needed amounts of certain 
inputs. Two examples are fertilizer and management. It may be per­
fectly proper to estimate average corn yields at 110 bushels per acre on 
certain soils, but it should be obvious that such yields would have to 
be supported by appropriate fertilizer and management inputs. 
A tenant who has demonstrated good managerial ability should be 
credited with a higher value for his management input than the average 
tenant, and the estimated returns should reflect this management and 
become the means of paying for it. A landlord's superior management 
contribution should be similarly recognized. 
It is essential, of course, that each input necessary to the operation 
as planned be accounted for either as a landlord, tenant, or joint input 
in using the estimate forms. For any given input, make a tentative de­
cision to have one of the parties furnish the input entirely or both fur­
nish it on a 50-50, ;i:3-YJ, or ¥S-Vs basis. If an input is to be shared, use 
the same proportions in which the crops are to be shared. Changes in 
who furnishes what, or in what share, can readily be made when the 
analysis shows the direction and to what extent changes need to be 
made. The tenant and landlord may want to first work through the 
problem independently, and then come together to reconcile any differ­
ences. 
Do not be discouraged if unexpectedly large differences occur in the 
value each party places upon the inputs or contributions of the other 
party. Such differences merely emphasize the need for going through 
this analyzing process. There is a common tendency to overestimate 
or underestimate the annual value of items that are not commonly 
bought and sold in the marketplace. In the case of land, this may be 
the result of not using current market prices, or of charging too high 
a rate of return in comparison with what landlords are generally get­
ting. It is a good idea to check all values against figures from actual 
farms whenever possible. Summaries of farm records can be very 
useful for this purpose. 
Instructions for Completing Form 1, Landlord's Income 
The entire process of testing a lease is based on assumptions - a 
complete lease agreement has to be assumed and a typical year's busi­
ness is simulated or projected under the assumed (or actual) lease 
terms. In other words, we tryout the lease on paper to see how it 
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Form 1. --Estimating Landlord's Gross Incane 
Normal Landlord's 
Typical Total Landlord's average gross income 














Corn /53 CJ()k. 1317()h. t, ~8'S'"k. $/.15' t7,9/f 
Soybeans Cft) 35 3 IS'O 057:; :< .40 37!O 
Oats IS' btJ 100 '/50 ,~S' :2.12.-
ITneat /6 /fo bOO 300 /.10 5/0 
Program payments ~u 
Cash rent on: 
a. Silage /It.trI<L 
b . Tillable hay 16 1.~ / / :zand pasture a:-u. 
c . Nontillable S" 5.'%u ~5'pasture 
d. Farmstead and 1­ 7.5'% 30 buildin""s #.&U 
Non-rent land 
etc . ) 3 0 (ditch road 
Totals 300 XXXXX XXXXXXX XXXXXXX XXXXX t 1:<, tJo 7 
Tillable acres :2.~g XXXXX XXXXXXX XXXXXXX XXXXX XXXXXXXXX 
La:ldlord's gross income per acre t 1f~,:2.~ 
Landlord 1 s gross income -per tillable acre t '13, 9?' 
(Copies of blank forms 1, 2, 3, and 4 are available from 
county farm advisers or the Department of Agricultural 
Economics, University of Illinois, Urbana, Illinois 61803.) 
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would work in a typical year's operation. Changes can be made if the 
indicated results differ from those desired or called for by the criteria 
of a fair lease. 
A good way to start is to estimate the landlord's gross income under 
the plan of operation desired and the lease terms to be tested. Form 
1 is set up for this purpose. Enter the necessary information on this 
form as follows: 
1. Complete land use picture. Estimate acres in each crop or other 
use for a typical year. Include only land covered by the lease in 
question. 
2. Typical yields. For all crops or land uses subject to a share rent, 
estimate the most likely yield per acre for each crop in line with 
the level of fertilizer use and management practices anticipated 
under the lease. Then multiply acres by yields to get total pro­
duction of each crop. 
3. Landlord's share. Assume customary rent shares or the rent 
shares you want to test in calculating the landlord's share of total 
production. Remember that the same rent share is recommended 
for all crops grown. 
4. Normal prices. Be realistic in estimating expected prices. Unless 
there is good evidence to expect inflation or deflation or individ­
ual commodity price deviations, it will be best to stay close to 
current prices as the best indicators for prices in the immediate 
future. Prices selected should represent those paid for average 
grade or quality at local markets. 
S. Gross income or gross rent. To calculate the landlord's gross 
income from share rents, multiply his share of production by 
the normal prices. 
6. In entering program payments, include only direct payments not 
already included in the level of prices selected. Do not include 
government payments as cost shares on approved practices unless 
the full cost of such practices is included under landlord's inputs. 
7. For cash rent, enter any per-acre or lump-sum payments called 
for in the lease you wish to test. Adjustments in cash rent can 
be used to correct small imbalances which may be discovered in 
the lease. 
8. Add the amounts in the last column to get landlord's total gross 
rent or expected gross income. Divide by total and tillable acres 
to get gross incomes per acre. These will later be compared with 
estimates of inputs and with returns from similar farms. 
If a tenant rents land from more than one owner, it is necessary to 
complete Form 1 for each owner or each lease to be tested. 
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Instructions for Completing Form 2, Landlord's Inputs 
Having estimated the landlord's gross income expected under the 
lease to be tested, the next step is to estimate his inputs or annual con­
tributions to the farm business. Form 2 has been set up for this pur­
pose. 
In a sense Form 1 and Form 2 may both be thought of as measuring 
or estimating the landlord's expected income. Form 1 does it by placing 
a value on the landlord's share of the total product, while Form 2 does 
it by saying ((This is the cost or value of each input item and it is also 
the return I expect for having contributed the item." If all input items 
produce enough product to pay for their use, the test of the lease is to 
see if its terms and arrangements do indeed give the one who con­
tributes the items the income equal to the value of the product. 
Before any detailed entries are made in Form 2, an estimate should 
be made of the current market value of the farm (land and buildings). 
Enter this value on the top line of the form and keep it in mind as a 
maximum total investment figure when separate values are placed on 
the residence, farm buildings, cropland, etc. In fact, the only reason 
for using the more detailed values instead of this total farm figure is to 
set out the improvements as cost factors by themselves and to provide 
a guide in making lease adjustments if desired or necessary. 
The following explanatory notes, general suggestions, and detailed 
instructions for specific item entries are intended as a guide to properly 
completing the form. In placing values on land and buildings, use cur­
rent market values, but stay within the total farm value entered at the 
top of the form. 
Interest on capital items. Interest is the annual payment or re­
turn for the use of money or its equivalent in land and capital items. 
It is a charge made against the business for the money invested, even 
though the property is held debt-free by the owner. When the land­
lord, or tenant, puts his money to this use, he is foregoing the return 
he might have received in another use. The best alternative return with 
comparable security thus becomes a measure of the charge we need to 
make against the farm business. 
In establishing interest rates, do not use first mortgage rates on real 
estate. Since we are using market values, the proper interest rate is 
one that reflects typical rates of return on market values of similar 
properties. This rate mayor may not be the same as the mortgage rate. 
From 1960 to 1964 the realized rates of return on farmland market 
values in east-central Illinois ranged from 3 to 4 percent as com­
pared with a first mortgage rate of 5Yz percent. Realized rates of 
return have been a little higher in other parts of Illinois than in the 
cash-grain area. Interest rates on the values in Items 1-5 should be in 
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line with returns typically experienced on similar property, as stated 
above. Interest rates on the values in Items 7, 8, and 9 may well be 
the going production or intermediate-term loan rates plus a small 
margin for risk (see discussion under Item 24 on page 15). 
Item 1. Do not include residences on the farm that are not included 
in the lease. 
Item 2. Use market value, or replacement cost less depreciation and 
obsolescence in the absence of market value. 
Items 3, 4, and S. Assign values suggested by recent sales of similar 
land, but keep in mind the limit on total farm value. 
Item 6. Totals of lines 1 through 5. Total value should check closely 
with top line. 
Item 7. Include personal property items furnished by the landlord, 
such as elevators, spray rigs, lime or fertilizer spreaders, harvesting 
equipment, movable crop dryers, and fuel tanks. 
Item 8. This should be an average for the year of crop seeds, chem­
icals, and other supplies. 
Item 9. To meet his current expenditures during the year, it is nec­
essary for the landlord to carry a bank balance that cannot be put out 
at interest. Enter here the minimum amount necessary for this pur­
pose. 
Items 10 and 11 (total investment and net rent). The total annual 
interest charge on the landlord's investment may also be thought of 
as an estimate of net rent. That is, this figure represents the net rents 
or returns to capital and management on the landlord's share of the 
farm business calculated from records on rented farms. All expenses, 
taxes, repairs, insurance, and depreciation are subtracted from the 
gross rent, leaving only a return to capital and management. Compare 
the amount that appears here on a per-acre basis (Item 11) to see how 
close it comes to the returns on similar record-keeping farms. (See 
discussion under Item 24 on page 15.) 
Depreciation. Depreciation will apply only to the categories 
shown as Items 1, 2, and 7, and these values are repeated as Items 12, 
13, and 14. Do not use income tax depreciation bases. The deprecia­
tion to be applied here is an estimate of the actual decrease in value 
of this property through a year's use, assuming a constant price level 
and typical repairs and maintenance. For certain improvements it may 
be desirable to include an obsolescence charge as well as physical de­
preciation. Keep depreciation in line with repairs and maintenance. If 
maintenance expenditures are ample, there may be little actual deprecia­
tion in the value of the improvements. 
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Form 2 . --Estimates of Landlord ' s Annual I nputs Under a Crop-Share 
or Crop-Share-Cash Lease 
alues or amounts I nter est and Annual input 
Inuut items contributed o oper ate unit depreciation value s, or level 
by- l::mdlc!"d tls planned r a tes of returns desired 
Market value of land and 
buildinss 
? 0 0 ac!"es at $~per acre ("17:2.:, SOO) 
XXXXXXXXJOOCX xxx:xxxxxxxxxxx 
A. Interest on: ;­t s;0 ;:(S OO (J :< SO1- Residences 
75'002 . F= Buildi ngs, fences , e t c. S. 0 % 37~ 
3· Cro:;:>land: t);l..7g/St j '1('O .If. () %2....KLacres at $ES 
4. Nontillable pasture : 301.0 .~~7So~a.cres at $/521 
Other la:J.d : 
J-acres at $300 5· ;<. I() O '1-.0 j{ Flj 
(t'172.. 310 ) ($ 7 OJ7)(If. 07 %)6. Total farm values 
/07· !-:achinery and equipment /S'O t.5% 
8. I nventory of seeds and 
supplies :2. 00 /3c,. S' Cfi? 
S'OO ~.O % 30Ooerati::r; cash9· 
t 7; 070t / 7 3/ /(. 0 10. ~~~a;e~~vn::~:sDd XXXXXXXXXXXX 
XXXXXXXXXXXX11- Inv-esment and net ~3, 57577r e:J.t (interest) per acre 
B. DCTI!"eciation on : 
tIS 0 00 '). 00f.o %12 . ResiCiences ! 
5,0 % 31S'7 5"00::"3· F= buildbgs, fences , etc. 
/.)0 30:2 (),O %ilT . ; :':chiner:r 2.:ld equipment 
I ~Ot't / Q. (., 5"0':ctal denreciation:1.5 · 
~, 02­~(2 x:x:xxxxxxxx:xx16. Dec;reciation per acre (continued on next page ) 
14 CIRCULAR NO. 918 
Form 2. --Estimates of Landlord I s Annual Inputs Under a Crop-Share 
or Crop-Share-Cash Lease (concluded) . 
Values or amounts Annual input 
Input i terns contributed to operate unit values, or level 
by l=dlord as planned Cost rates of returns desired 
C. Associated costs: 
t,. 00 /(U:/~(_ t I, foO300 ~17. Property taxes 
j IS: 000 70 ;'/&/00 / ~ S­18. Property insurance 
;2.619. Liability insurance 
20 .• Repairs and maintenance on: 
s: 000 1,5'% 7.sa. Residences 
b. Fa.."'"IIl buildings, 
fences, etc. 7) So 0 1,0 % 7S­
ISO 1.0 %c. Y.achinery and equipment ::.. 
~ 4(. (C.: ...., 
2-.5' ¢/C-t~ . ISot. ()c('h.21. Custom work hired 
22. Hired farm labor and S.S. 'fax ~ 
23· ()<.;ner I s labor ~ 
3 () 0 tU/t..W t I. [;O/a-ou.­ 1-5'024. Management 
7.525 . Ge~eral and miscellaneous 
$ :<. 757xxxxxxxxxxxxx:x XXXXXXXXXX26. Total associated costs 
D. Variable expenses: 
t 72­;..'?r~27. Lilr.estone h.1Sol/MM­
(/ 
~28 . Rock phosphate 
I) 0 8'0%1 17.f:'a/tJ<A.f.;;..~c;~29. All other fertilizers 
3t,0J;,.d~<1-"B30. Crop seeds 
/003l- Other crop expenses 
1; IJ t.. /2.32. Total variable expenses XXlOClOOOOOOOC'vrxx 
33. Grand total annual inputs or 
gross returns desired t /:t.., 0 'f'f 
$ "lei, IS­34. Annual inputs or gross returns per acre 
35· 1~rcent landlords estimated gross income is of i~)uts /06A.'!:ount in Fo:= 1 Item 10 : Item 33 amount above 
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Associated costs. These are costs that are neither fixed (inescap­
able, such as the capital costs discussed above) nor completely variable, 
but they are necessary to the farm operation. They may be entered 
as direct estimates for the farm or as sums calculated by applying per­
acre, per-month, or other rates to the planned quantities. 
Item 17. Include the real estate taxes and property taxes on farm 
products, machinery, and equipment furnished by the landlord. In­
clude special assessments for drainage districts as an annual average 
for a period of years. 
Items 18 and 19. Include insurance against wind, fire, etc., and 
employer's liability and general farm liability insurance. 
Item 20. Many leases call for the landlord to furnish materials 
and the tenant to make the repairs. Enter only the average costs to be 
incurred by the landlord in a typical year. Keep these costs properly 
related to depreciation. With adequate maintenance of improvements, 
depreciation can be held to a minimum. Include maintenance costs on 
driveways, farm roads, and bridges under Item 20b. 
Item 21. Include any combining, baling, or other harvesting costs 
that the landlord would typically pay. Include payments made to the 
tenant for doing the work. 
Item 22. Only rarely will a landlord contribute to the cost of hired 
farm labor on a crop-share lease. Labor hired by the landlord to make 
repairs should be included in Item 20 rather than here. 
Item 23. The landlord may do some farm work himself. Such work 
should be charged here only if it is planned that such labor contribution 
is a necessary part of the landlord's inputs. 
Item 24. Management can be an important landlord contribution, 
and generally the total farm income will reflect the level of the land­
lord's management input. Should a separate charge be made here for 
the landlord's management? The answer depends on answers to two 
other questions: (1) Is it a worthwhile contribution? (2) Is it already 
reflected in the rate of interest charged on real estate? Many landlords 
say, "Give me a return of x percent on my investment and I will take 
the management return out of that." Some landlords hire professional 
managers. Professional management fees may run from 5 to 10 per­
cent of the landlord's share of the farm production, or the charge may 
be on an acre basis, usually $1.50 to $3.00. Remember that the realized 
returns or net rents to landlords generally include returns to manage­
ment. 
Item 25. Include landlord's share of such things as record-keeping 
fees, telephone and travel costs on farm business, farm organization 
dues, and other costs necessary to operate the business as planned. 
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Variable expenses. Unlike the associated costs, these items can 
be varied at will, or even eliminated entirely, and the business will con­
tinue to operate, although not with the same level of efficiency and re­
turn. To give both parties an equal incentive to use the variable inputs 
at the optimum level, it is recommended that these costs be shared in 
the same way as the crops are shared (see point 3 on page 5). 
Since we are dealing only with crop-share or crop-share-cash leases, 
variable expenses on livestock are not included as a landlord item 
because these, in line with the recommendation above, should be paid 
entirely by the tenant. 
Items 27 and 28. These materials may not be used every year, but 
the amount entered should be an average yearly cost over a 5- to 10-year 
period. Include costs for hauling and spreading unless these jobs are 
done by the tenant. Enter only the landlord's share if the tenant pays 
for a share of the materials. 
Item 29. Include landlord's share of all starter, mixed, bulk, liquid, 
gaseous, and other fertilizer materials as an average annual application. 
Keep in line with crop yields. 
Item 30. Include landlord's share of all purchased seeds for field 
crops, legumes, and grasses. Do not include home-grown seed. 
Item 31. Enter landlord's share of seed treatment, crop insurance, 
fuel for crop drying, and weed, diseases, and insect control. 
Item 33 (grand total of landlord inputs - total of Items 10, 15, 
26, and 32). This can also be thought of as returns necessary to cover 
all of the landlord's inputs at the rates charged. 
Comparison With Landlord's Gross Income 
It is now possible to see how close the assumed pattern of input­
and return-sharing comes to covering the landlord's inputs. Refer back 
to Form 1 on page 9. If the landlord's estimated income is close to 
his total inputs, then only minor changes in cost-sharing or in cash 
rent may suffice. If, on the other hand, the landlord's estimated in­
come is substantially below his projected total inputs, it will be neces­
sary to consider a change in rent shares or major changes in cost 
sharing. Changes in cost sharing should always be made in the associ­
ated costs because the share of variable expenses should be kept in 
line with the rent share of crops. It might be wise to postpone any 
changes until the tenant's analysis has been completed to the same point. 
It is possible to make this comparison on the landlord's share of 
the business separately. The criterion then is simply whether the land­
lord's input-return ratio which emerges is realistic and acceptable to 
both parties. We recommend that the comparison analysis include the 
tenant's share also because this gives a check on the reasonableness of 
input and return estimates from a total farm business point of view. 
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Instructions for Completing Form 3, Tenant's Income 
There are two general ways of testing the tenant's side of the farm 
business under a crop-share or crop-share-cash lease. One is to esti­
mate only the tenant's crop inputs and leave the livestock out of the 
picture. The other is to make input and return estimates for the 
tenant's total farm business. Both approaches present problems. 
The first method, considering crop inputs only, will work best where 
it is desired to test, say, a crop-share lease on a bare SO-acre tract 
rented in addition to other land farmed, whether owned or rented. It 
will also work best where the livestock volume may be unusually large 
compared to the crop production under the lease. (One could question 
the appropriateness of a crop-share lease under such conditions. A 
straight cash lease might be better.) But regardless of where it is ap­
plied, this method requires some very difficult estimating. What share 
of the tractor is used on livestock and what share on crops?- How much 
of multipurpose buildings should be charged to one or the other? How 
much of the operator's time, his management, or the residence should 
be so allocated? 
Because of these estimating problems, only the second approach, 
considering the tenant's total farm business, will be illustrated here. 
A major assumption in using this method is that it facilitates suffi­
ciently complete and equitable estimates of such intangible inputs as 
the tenant's labor and management; thus one can say that the lease is 
acceptable if the tenant gets the same rate of return on his total inputs, 
valued in this way, as the landlord does on the more objective market 
values that can be placed on his annual inputs. With this assumption 
in mind let's proceed with estimates of the tenant's total income in 
Form 3, and his annual inputs in Form 4. 
The tenant's share of the crops will be the complement of the land­
lord's share of total production in Form 1. If the landlord is to re­
ceive one-third then the tenant will receive two-thirds. If the landlord 
gets one-half, the tenant gets the other half. Thus Form 3 omits the 
acres and yields per acre for each crop and starts off with the tenant's 
share of production. Obviously, if the tenant farms additional land, 
his share of crops from such land would have to be included in Form 
3 under this method. (If the first method were applied, then only the 
production from the rented tract would be considered, and only those 
of the tenant's inputs chargeable to this unit would be entered in Form 
4.) 
Following are several detailed instructions for completing Form 3, 
with the situation illustrated involving only one farm operated under 
one lease. 
I tems 1- 5. The tenant's expected crop sales can be estimated by 
subtracting the amounts needed for feed and seed from his share of 
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Form 3. --Estimating Tenant I s Gross Income 
To be fed to Nonnal 
Crops and Tenant's livestock or average Tenant (~ gro~)
custom .,ork share used for seed To be s old price sales l.ncorne 
1. Corn t, 'tfl5',t.. . I) ? OO-k . 5. OiS--tu,. $ I. /~ is g'f? 
2. Soybeans /) S75' ~ /)515 ;2. LfO 3 7g0 
3. Oats Jf50 'ISo AU-UL ,t:: 0 
4. Wheat 300 50 ,2 5'0 /.10 f-:2C 
5· 
6. Hay, pasture, or 
.-a.LL /a-M ~ 
silage 
7· Program payments ~ 
8. Income from custom work and other farm work off the farm: 
LfO~ 
€2 ~~.(JO/~ ;;. '1-0 
9· Tenant I s total crop and custom incone $ ItJJ 2. 93 
Value of fe ed Adjusted 
Livestock and Amounts to Average and livestock ;~::t(~come )livestock products be sold price Gross sales purchased 
I~ I/oolh :2'1 ¢ t 2., S'fJ,. ..t ~7S' ~.2 31710. Cattle 
11. Hogs a:z tf()O~ I ~ ¢. '/tJ32., f50 5, I F2.., 
12. Sheep M-MU­
13· Poultry / (Jolt. I() f- lo It) 0 
14. Dairy products ;2.~g So 2.0<6 
15· Eggs 730h 3S'/­ ~5S' loa /sS'" 
v 
16. Hool ~ I 
17. Livestock and livestock products u sed in the home ~OO 
18. Tenant I s total gross livestock income above feed 71o}Ob2... 
19· Tenant I s total adjusted grOSS income (Total of Items 9 and 18) I$" It, 35'S' 
and livestock purchased 
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the production. Prices received should be in line with those received 
by the landlord. 
Item 6. Since hay, pasture, and silage are marketed through live­
stock, only those quantities to be sold directly should be valued and 
entered here. 
Item 8. Include payments received from the landlord for his share 
of combining, corn harvesting and shelling, etc. 
Items 10-16. Use average or typical amounts to be sold under the 
projected plan of operation at prices in line with the quality of product. 
Note that the form calls for an estimate of purchased feed and live­
stock to be subtracted from gross sales. This is done in place of includ­
ing these items as inputs. The result is that the net income remains un­
changed, but both gross inputs and gross income (on which the ratio of 
returns to inputs is based) are smaller by this amount. This will tend 
to make the ratio slightly higher than it would be otherwise. However, 
this may be the best procedure because purchased feed and livestock 
are inputs for which one ordinarily would expect only a return of cost. 
It is necessary to satisfy any questions as to whether all of the 
tenant's income under the lease has been included. Costs for producing 
products used in the home (Item 17) will be included among the ten­
ant's inputs; but what about the rental value of the residence? Unless 
the lease calls for a direct cash rent on the residence, the tenant, in 
effect, lives in it rent-free. It is suggested that no rental value be in­
cluded, because the value placed on the tenant's labor and management 
assumes that a residence is furnished. If a rental value is to be included 
in the tenant's income, the value placed on the tenant's labor and man­
agement should be increased by a like amount. 
Instructions for Completing Form 4, Tenant's Inputs 
This form provides a means for estimating the tenant's inputs, and 
also the returns he expects, on his total operation. In contrast with 
the procedure for Form 2, on which figures were entered for only one 
landlord, here the tenant's entire share of the total operation must be 
covered regardless of how many different tracts of land or owners 
may be involved (unless the first method, as explained on page 17, is 
being used.) 
This form can be used by part owners as well as by full tenants. 
Interest on capital items. The statements on capital values and 
interest on page 11 will also apply here. 
Interest rates to be applied to the tenant's capital will differ from 
those applied to the landlord's real estate values. Since most tenant's 
capital items are of short- or intermediate-term character, the chattel 
mortgage rate would be the lowest appropriate rate. There is, however, 
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good reason to use a rate somewhat above this level to compensate the 
tenant for his risks of ownership and possible loss in value. For ex­
ample, if the chattel mortgage rate is 6 percent, it may be in line to 
charge the tenant's capital at 6Yz or 7 percent, a rate of return that 
more likely will encourage the tenant to use his money for the needed 
input items. 
Detailed instructions are given below, using the illustrative example, 
for items in Form 4. 
hem 1. Enter market value of land owned and operated at the 
same rates as for landlord's real estate. Do not include land that this 
operator owns but does not farm. 
Items 2 and 3. Include the depreciated replacement value of im­
provements made by the tenant on rented land regardless of whether 
or not they are movable or covered by reimbursement agreements. 
Item 4. Value at used machinery prices. Do not use remaining 
costs in capital accounts kept for income tax purposes. Rapid writeoffs 
and investment credits for tax purposes will result in capital values 
below market value. 
Item 5. Use market values in line with the breeding and use of the 
animals. 
Item 6. Use market values. 
Item 7. Enter the minimum bank balance or amount of ready cash 
necessary to meet current outlays. 
Depreciation. Review the instructions on page 12, and note 
particularly the caution against accelerated rates of depreciation per­
mitted under income tax accounting. Fixed improvements furnished 
by the tenant on rented land will be an exception. These should be de­
preciated according to the terms of any reimbursement guarantees. 
Item 13. Depreciation as an annual input value is the difference be­
tween cost of purchased animals minus their salvage value as meat 
animals divided by the expected years of useful life as breeders. 
Associated costs. In general, the same bases for valuing items 
should be employed here as for the landlord's associated costs. Specific 
comments on selected items appear below. 
Item 19. Include only the tenant's cash costs. Do not include farm 
labor used in making repairs. Farm labor is to be charged only in Items 
23, 24, and 25. 
Item 20. Include farm share of gas used in automobile. Deduct re­
funds of gas taxes. Do not include fuel used in the residence. 
Item 21. Farm share only. 
Item 22. Enter only payments by the tenant for his share of custom 
work hired. 
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Form 1, .--Estimates of Tenant I s Annual Inputs Under a Crop-Share 
or Crop- Share-Cash Lease 
Values or amounts Interest and Annual input values, 
Input itcms contributed to operate unit depreciation or level of returns 
by tcna!1t as pl anned rates desired 
A. Intcrc::;t on: 
~1 . Land ",,med and oper ated 
~2 . Residence investment 
t '/(., . 0 %Lf?O ;1.93 . Farm buildings , fences , et c. 
10; f-OO (. .5' %4. ~.uchinery and equipment b 7' 
t,. ~ fi 7~Breeding and milk stock ~~OD5· 
6. Inventories of: 
,-,SY; IF2:J.. 100a . Feeder stock 
1,,5' %~ ;1..00 /'/-3b . Feed 
'ftJ() a.~t, ~%c . Seeds and supplies 
700 t .o% 1-:2..Ooerating cash7· 
$~ /,17(,/f / fO ~ , 'f7 %8. Total investt1ent and interes t 
9. Investment and inter est 
per acre 100, (,0 3,9.Z,XXXXXXXXXXXX 
B. De)2reci<:!tion on : 
10 . Residence 
.; 
~ 
t f-()f-fOli . Farm build:'.::..;s , :fences, etc. 1:2.-'J'L - ¥.­
;2.,'0012. l>:achinery and equipment /OJ '/00 'f~ - ..t:A 
v 
1'=>0/,20013. Breedir..g and milk stock 
t
.,t /A Oio14. Total de-orcciation :z 790:l3 % 
9,30'It), :2. 715. Depreciation per ac re XXXXXXXXXXXX 
1continued on next page) 
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Form 4. --E:;t1mates of Tenant I s Annual Inputs Under a Crop-Share 
or Crop-Sbare-Cash Lease (continued) 
Values or amounts Annual input values, 
Input items contributed to operate unit or level of returns 
by teno.nt as 'Planned .desiredCost rates 
C. Associated costs: I 115"16. Property taxes 
:$ /7 -000 7~'1?IOO /2. 017. Property insurance 
:<5"18. Liability insurance 
19· Repairs and maintenance on: 
1:;­a. Residences 
b. Farm buildings, 
fences, etc. 1/1 
/) Lf 8' 'fc. Hachinery and equipment 
9/~20. Gasoline, fuel, and oil 
21. Electricity, telephone, and 
utilities 200 
SS'j22. Custo:n "Work hired 
25. Hired farm labor and /~uZL ;«(,3s.s. tax 
'f ~~t-:l 1'024. Unpaid family labor 
v 
25· Operator I s labor and I~~ ;-~oj~ ~ ?OOmanagement 
/S~26 . 2-~iscellaneous services etc. 
~ g, FC. ;zxxxxxxx:xxxxxxxxxxxx:xxxxx27. Total associated costs 
tcontinued on next page) 
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Form 4. --Estimates of Tenant I s Annual Inputs Under a Crop-Share 
or Crop-Share-Cash Lease (concluded) 
Values or amounts Annual input values 
Input items contributed to operate unit or level of returns 
by tena.'lt as planned Cost rates desired 
D. V:!.I"iablc el\."penses: $ 7'-­~q<6~ Y:.1s0~28. Lizlestone 
29. Rock phosphate ~ 
30. Muriate of potash ..-1~ 
31- Nitrogen and all other 
fertilizers ;;.. r~ ~,t..a h 1'7. !o/~L- /, tJ 8'0 
5"l,032. Crop seeds 
33. Other crop expenses 160 
~3734. Livestock eXPense 
F :2..) 10935. Total variable expense XXXXXXXXXXXX XXXXXXXX 
~ 1'1- 93736. Grand total of tenant inputs (Total of Items 8, 14, ZT, and 35) 
$ '1-7,7937. Tenant inputs per acre 
~ I~ 738. Total cash rent paid (see Form 1) 
39· Grand total of tenant inputs plus ,cash rent paid t IS) /o¥(Items 36 and 38) 
40. Percent tenant I s estimated income is of inputs 109' ~AI:lount in Form ~I Item 12 .;.. Item 39 amount above} 
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Item 23. Include Social Security taxes paid for hired labor. 
Item 24. Estimate this as the number of days or months of full-time 
hired labor that would be required to do the same work, and then 
charge it at the going hired man's wages with house and perquisites but 
no board furnished. 
Item 25. Value the operator's labor and management at what he 
feels he is worth and what other operators of comparable ability are 
earning from similar farm businesses. The minimum value would be 
the wage that the tenant feels he must have on the average in order to 
stay in farming. If he is a good manager, this item should be increased 
accordingly. If a rental value on the residence has been included in the 
tenant's income, his labor and management should be valued higher, 
probably by the same amount as the rental value used. 
Item 26. Use same instructions as on page 15 (Item 25) for land­
lord's inputs. 
Variable expenses. Be sure to include the tenant's share of 
items entered in this section of form 2 for the landlord. The share to 
be used for all of these items, including Item 34, is the same as the 
tenant's share of crops. Under a share-crop lease the tenant receives 
all of the livestock income; therefore his share of the livestock expense 
should be 100 percent. Use the landlord's section instructions, page 16 
for details on other variable expenses. 
Two expenditure items have been left out of this analysis. They 
are purchased feed and purchased livestock. These inputs are not 
strictly comparable with the others included. The value of these pur­
chases is incorporated in the animals on feed and is recovered when the 
animals are sold. Thus the only cost to the business is interest on the 
money tied up in these items. This is already included in the inven­
tories of feed, feeder stock, and operating cash in the interest section. 
Expected death loss of purchased livestock is an exception. An esti­
mate of this cost can be included under livestock expense. 
ANALYSIS AND EVALUATION 
The analysis is based on two simple assumptions: 
1. Each party should be paid for what he contributes to the busi­
ness, as explained in the criteria sections on pages 3 and 4. 
2. The rate of compensation should be approximately equal for the 
two parties. This will ensure that returns are proportional to 
inputs for both parties. 
Therefore, the first test to be applied is to see if each party's esti­
mated average annual returns are large enough to cover his inputs. 
Both parties should show a small profit, or a small loss. I f one shows a 
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profit and the other a loss, or if one shows a big profit and the other a 
small one, the second requirement above has not been satisfied. The 
difference in rate of return that is acceptable is largely a matter of per­
sonal judgment. 
If the difference appears too large, the first thing to do is review 
the input estimates for both parties. Second, check the estimates of 
farm production and landlord's share rent. If no estimate changes are 
desirable that might bring the profits or losses into line, then lease ad­
justments can be made in (a) cost-sharing arrangements, (b) rent 
shares, or (c) cash rent. 
Ad(ustments in Cost-Sharing 
In the example used in the forms, the landlord's inputs were esti­
mated at a total value of $12,044, and his returns (including $167 cash 
rent) at $12,667, thus showing a small profit. The tenant's inputs 
were estimated at $15,104 (including the $167 cash rent paid) while 
his returns were estimated at $16,355, thus also showing a profit. 
The first assumption to be tested in the analysis is therefore satis­
fied; both parties are being fully paid for their contributions at the rates 
charged. However, if the returns as estimated are realized, and the 
inputs do not exceed the estimates, there will be income above what is 
needed to satisfy the inputs. There is an apparent underestimation of 
the inputs (or an overestimation of returns) without being able to say 
where a change should be made. Therefore the only thing to do is to 
share total inputs, as nearly as practicable, in the same proportion as 
the returns are shared, or vice versa. Is this condition met? Not quite! 
The landlord is to receive income only about 5 percent in excess of his 
inputs (an input-return ratio of 105), whereas the tenant is to re­
ceive income about 8 percent in excess of his inputs. A shift in con­
tributions or returns of about 1Yz percent (one-half of the difference 
between 105 and 108) would bring the two into balance. 
Before shifting inputs of that size from landlord to tenant, it may 
be prudent to look once again at the values placed on each party's inputs. 
Whose management will produce this estimated surplus return? Is it 
the tenant's? Does our estimate of $4,800 for his labor and manage­
ment really give full value to this input? If we added $600 to this item 
to make it $5,400, it would raise the monthly rate to only $450, and it 
would still be below what half of the tenants in the Illinois Farm 
Bureau Farm Management Service received as a labor and management 
return in 1964. 
Shifting inputs from one party to the other affects both ratios­
which is the reason why only half the difference needs to be shifted. 
Adding to the input valuation of one party, as would be the case if the 
value of the tenant's labor and management were raised, produces only 
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half the effect. Thus with the above change we would have an input­
return ratio of 105 for the landlord and a revised one of 104 for the 
tenant. How close do they need to be? Only close enough to satisfy the 
parties involved. 
Another solution might be to raise the cash rent on tillable hay and 
pasture land and on the farmstead to $15 an acre. This would add $142 
to the tenant's inputs, and to the landlord's returns, and produce input­
return ratios of 106 and 107. In other cases, a shift in sharing seed 
costs, combining costs, or certain building and fence costs could pro­
duce the desired adjustment in the two ratios. 
If both parties have confidence in their estimates and their ability 
to bring their estimates into reality, there is no reason why adjust­
ments should not be made to bring both input-return ratios into com­
plete agreement. Changes in grain prices in relation to livestock prices 
will, of course, affect the landlord differently from the tenant because 
grain incomes are shared and livestock incomes are not. Therefore, it 
is important to use normal or average prices in making estimates. 
Changes in price relationships may cause differences between the esti­
mates made and incomes actually received in later years. Insofar as 
grain prices have been relatively more stable than livestock prices, there 
is a greater risk associated with livestock production. This could be one 
reason why the lease might be considered acceptable, as adjusted, even 
though on the average it promises a slightly higher rate of return on 
tenant inputs. 
Adjustments in Rent Shares 
The second alternative is to make adjustments in the share of the 
crops given as rent. Typical rent shares are one-half of the crops in 
the northern two-thirds of Illinois, one-third of the crops in southern 
Illinois, and two-fifths of the crops in a transition area in between and 
on particular soils in local areas. 
It may be more acceptable and just as fair on the less productive 
soils of northern and central Illinois to reduce the landlord's rent share 
from one-half to two-fifths and at the same time reduce his share of 
variable and selected associated costs to two-fifths. On the more re­
sponsive soils in southern Illinois the question may be whether to raise 
the rent shares from one-third to two-fifths, or from two-fifths to 
one-half. 
If rent shares are changed it is highly important that corresponding 
changes be made in sharing variable costs, the rule being that these 
costs should always be shared in the same way as the crops are shared. 
Why confine the choice of rent shares to the conventional one-third, 
two-fifths, and one-half? There is probably no better reason than the 
ease and accuracy of physically dividing the crop. Otherwise there is 
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nothing to keep a landlord and tenant from agreeing, for example, on 
a 45-percent or a 48-percent rent share. 
1£ all crops are to be sold undivided, the proceeds can easily be di­
vided into any specified shares, but this holds true only on certain rented 
properties, particularly \,"here there are no buildings and none of the 
crops are fed to livestock. \Yhere these conditions exist the best solu­
tion may be to adjust income shares to a desired pattern of cost-sharing. 
Adjustments in Cash Rent 
Cash rent on land used for hay and pasture offers a good oppor­
tunity to make minor lease adjustments. Adjustments in direct cash 
rent on the residence or farm buildings can be even more effective. 
The amounts of such cash rents may be a matter of bargaining be­
t\\-een tenant and landlord, but in no case should the rent exceed the 
annual value of the item to the farm business. The individual input 
\-alues in Form 2 can be used as a guide. For example, the nontillable 
pasture in Item 4 was given an annual input value of $6.00 per acre 
(30 -7- 5). Jf taxes on such land amounted to $1.50 an acre, it would 
be a mistake to charge more than $7.50 cash rent per acre for it 
($6.00 + $1.50). Like\\'ise, a direct cash rent on the residence, if such 
a rent is called for, should not exceed the interest charge in Item 1, 
Form 2 ($250), plus depreciation in Item 12 ($200), plus repairs in 
Item 20a ($75), plus some allowance for insurance and real estate taxes. 
A cash rent for the entire farm, as a possible alternative to a share 
rent, can also be derived from the landlord's input figures. If this is 
done, some downward adjustment in interest rates should be made to 
allow for shifting production and price risks to the tenant. Also, only 
those inputs normally contributed by a cash-rent landlord should be 
included. 
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